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USDA Implements 2014 Farm Bill Provision to Limit
Payments to Non-Farmers
Department Proposes Changes to "Actively Engaged" Rule

USDA proposed a rule to limit farm payments to non-farmers, consistent with requirements
Congress mandated in the 2014 Farm Bill. The proposed rule limits farm payments to
individuals who may be designated as farm managers but are not actively engaged in farm
management. In the Farm Bill, Congress gave USDA the authority to address this loophole
for joint ventures and general partnerships, while exempting family farm operations from
being impacted by the new rule USDA ultimately implements.

The current definition of "actively engaged" for managers, established in 1987, is broad,
allowing individuals with little to no contributions to critical farm management decisions to
receive safety-net payments if they are classified as farm managers, and for some operations
there were an unlimited number of managers that could receive payments.

The proposed rule seeks to close this loophole to the extent possible within the guidelines
required by the 2014 Farm Bill. Under the proposed rule, non-family joint ventures and
general partnerships must document that their managers are making significant contributions
to the farming operation, defined as 500 hours of substantial management work per year, or
25 percent of the critical management time necessary for the success of the farming
operation. Many operations will be limited to only one manager who can receive a safety-net
payment. Operators that can demonstrate they are large and complex could be allowed
payments for up to three managers only if they can show all three are actively and
substantially engaged in farm operations. The changes specified in the rule would apply to
payment eligibility for 2016 and subsequent crop years for Agriculture Risk Coverage (ARC)
and Price Loss Coverage (PLC) Programs, loan deficiency payments and marketing loan
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local FSA Office for gains realized via the Marketing Assistance Loan program.

questions specific to

your operation or As mandated by Congress, family farms will not be impacted. There will also be no change to

county. existing rules for contributions to land, capital, equipment, or labor. Only non-family farm
general partnerships or joint ventures comprised of more than one member will be impacted
by this proposed rule.

Stakeholders interested in commenting on the proposed definition and changes are
encouraged to provide written comments at www.regulations.gov by May 26, 2015. The
proposed rule is available at http://go.usa.gov/3C6KK.

Changing How Your Agricultural Operation Conducts Business Can
Adversely Affect Existing Farm Loan Program Customers
Farm Service Agency (FSA) needs the help of our customers, accountants, attorneys and our lending partners.

When you (or your customers) participate in FSA programs, particularly the loan programs (FSA direct and guarantee
loans) it is important to notify FSA as early in the process as possible when considering a change in business
structure. Some changes of concern are type of operation (partnership, trust, LLC), new EIN, adding new members,
etc. Some changes (especially for existing loan customers can affect eligibility, security instruments and other program
areas. Communication is critical.

While changing the manner in which a customer does business may be legal, allowed by the IRS and perhaps more
easily rectified in a bank, those changes may make a customer ineligible for FSA loans they currently hold, future loans,
servicing of existing loans, or risk management and other program payments.

If you are a FSA customer or you are advising FSA loan customers and are considering changing the manner in which
business is conducted, please contact the local FSA loan official prior to making the proposed changes. Our mission is
to serve our customers. Time gives us an opportunity to work with the customer to try to keep them eligible for all
services we can provide. For existing customers, proactive handling is our best ally.

Example Situations that may affect FSA Loan Programs (not all inclusive):

e Existing farm loan customers who applied, received FSA loans and have been operating are changing
operating entities (upon advice of accountant and/or attorney) without security transfer and with or without
changing social security numbers or EIN.

e Existing farm loan customer who applied, received FSA loans and operated as individual/sole proprietorship
indicate they are now or want to be a revocable trust(s) using the same social security number under which
they do business as an individual or joint operation. Loan security assets have been or will be transferred.

e Existing farm loan customer who applied, received FSA loans and operated in one way indicates they want to

do business as a different entity with a new or different EIN (hard assets transferred (or not)). Production
(chattel) security will be sold under the new business name.

Changing form of doing business takes deliberation and preparation. We want to be involved at the beginning of the
process so we can provide FSA program guidance to retain customer eligibility and access to FSA programs.

FLP program access that can be affected with certain changes (if prior approval not obtained from FSA)
e Ineligibility for new loans or servicing.

e Can be perceived as conversion (security asset transfer or marketing security production under another
name).

e Can be perceived as non-monetary default regarding program requirements or failure to keep loan agreements.
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e If additional parties have been added may permanently affect eligibility.

The critical factor is to process the resolution as quickly as possible to avoid opportunity for non-monetary
default or ineligibility.

If you have questions or concerns you can call your local FSA loan official.

USDA Reminds Farmers of 2014 Farm Bill Conservation Compliance
Changes

The 2014 Farm Bill implements a change that requires farmers to have a Highly Erodible Land Conservation and
Wetland Conservation Certification (AD-1026) on file.

For farmers to be eligible for premium support on their federal crop insurance, a completed and signed AD-1026
certification form must be on file with the FSA. The Risk Management Agency (RMA), through the Federal Crop
Insurance Corporation (FCIC), manages the federal crop insurance program that provides the modern farm safety net
for American farmers and ranchers.

Since enactment of the 1985 Farm Bill, eligibility for most commodity, disaster, and conservation programs has been
linked to compliance with the highly erodible land conservation and wetland conservation provisions. The 2014 Farm
Bill continues the requirement that producers adhere to conservation compliance guidelines to be eligible for most
programs administered by FSA and NRCS. This includes most financial assistance such as the new price and revenue
protection programs, the Conservation Reserve Program, the Livestock Disaster Assistance programs and Marketing
Assistance Loans and most programs implemented by FSA. It also includes the Environmental Quality Incentives
Program, the Conservation Stewardship Program, and other conservation programs implemented by NRCS.

Many FSA and Natural Resource Conservation (NRCS) programs already have implemented this requirement and
therefore most producers should already have an AD-1026 form on file for their associated lands. If an AD-1026 form
has not been filed or is incomplete, then farmers are reminded of the deadline of June 1, 2015.

When a farmer completes and submits the AD-1026 certification form, FSA and NRCS staff will review the associated
farm records and outline any additional actions that may be required to meet the required compliance with the
conservation compliance provisions.

FSA recently released a revised form AD-1026, which is available at USDA Service Centers and online at:
www.fsa.usda.gov . USDA will publish a rule later this year that will provide details outlining the connection of
conservation compliance with crop insurance premium support. Producers can also contact their local USDA Service
Center for information. A listing of service center locations is available at offices.usda.gov.

USDA Announces New Support for Beginning Farmers and Ranchers

Department Implementing New Farm Bill Programs, Unveiling New Centralized Online Resource to Support Next
Generation of Farmers

USDA has announced the implementation of new Farm Bill measures and other policy changes to improve the financial
security of new and beginning farmers and ranchers. USDA also unveiled www.USDA.gov/newfarmers, a new website
that will provide a centralized, one-stop resource where beginning farmers and ranchers can explore the variety of
USDA initiatives designed to help them succeed.

USDA'’s www.usda.gov/newfarmers has in depth information for new farmers and ranchers, including: how to increase
access to land and capital; build new market opportunities; participate in conservation opportunities; select and use the
right risk management tools; and access USDA education, and technical support programs. These issues have been
identified as top priorities by new farmers. The website will also feature instructive case studies about beginning
farmers who have successfully utilized USDA resources to start or expand their business operations.

Today’s policy announcements in support of beginning farmers and ranchers include:

e Waiving service fees for new and beginning farmers or ranchers to enroll in the Non-Insured Crop Disaster
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Assistance Program (NAP) for the 2014 crop year. NAP provides risk management tools to farmers who grow
crops for which there is no crop insurance product. Under this waiver, announced via an official notice to Farm
Service Agency offices, farmers and ranchers whom already enrolled in NAP for the 2014 crop year and
certified to being a beginning farmer or social disadvantaged farmer are eligible for a service fee refund.

e Eliminating payment reductions under the Conservation Reserve Program (CRP) for new and beginning
farmers which will allow routine, prescribed, and emergency grazing outside the primary nesting season on
enrolled land consistent with approved conservation plans. Previously, farmers and ranchers grazing on CRP
land were subject to a reduction in CRP payments of up to 25 percent. Waiving these reductions for new and
beginning farmers will provide extra financial support during times of emergency like drought and other natural
disasters.

e Increasing payment rates to beginning farmers and ranchers under Emergency Assistance for Livestock,
Honeybees and Farm-Raised Fish Program (ELAP). Under this provision, beginning farmers can claim up 90
percent of losses for lost livestock, such as bees, under ELAP. This is a fifty percent increase over previously
available payment amounts to new and beginning farmers.

In the near future, USDA will also announce additional crop insurance program changes for beginning farmers and
ranchers — including discounted premiums, waiver of administrative fees, and other benefits.

Additional information about USDA actions in support of beginning farmers and ranchers is available here.

2015 ACREAGE REPORTING DATES

In order to comply with FSA program eligibility requirements, all producers are encouraged to visit their local FSA office
to file an accurate crop certification report by the applicable deadline.

Acreage reporting dates vary by crop and by county so please contact your local FSA office for a list of county-specific
deadlines.

The following exceptions apply to acreage reporting dates:

e If the crop has not been planted by the applicable acreage reporting date, then the acreage must be reported
no later than 15 calendar days after planting is completed.

e If a producer acquires additional acreage after the applicable acreage reporting date, then the acreage must be
reported no later than 30 calendars days after purchase or acquiring the lease. Appropriate documentation
must be provided to the county office.

e If a perennial forage crop is reported with the intended use of “cover only, left standing,” or

“seed,” then the acreage must be reported by July 15th.

green manure,

Noninsured Crop Disaster Assistance Program (NAP) policy holders should note that the acreage reporting date for
NAP covered crops is the earlier of the applicable dates or 15 calendar days before grazing or harvesting of the crop
begins.

For questions regarding crop certification and crop loss reports, please contact your local FSA office.

ARC, PLC and CTAP Acreage Maintenance

Producers enrolled in Agriculture Risk Coverage (ARC), Price Loss Coverage (PLC) or the Cotton Transition
Assistance Program (CTAP) must protect all cropland and noncropland acres on the farm from wind and water erosion
and noxious weeds. Producers who sign ARC county or individual contracts and PLC contracts agree to effectively
control noxious weeds on the farm according to sound agricultural practices. If a producer fails to take necessary
actions to correct a maintenance problem on a farm that is enrolled in ARC, PLC or CTAP, the County Committee may
elect to terminate the contract for the program year.
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A list of noxious weeds can be found on the following website: http://plants.usda.gov/java/noxiousDriver.

LIVESTOCK INDEMNITY PROGRAM (LIP)

The Livestock Indemnity Program (LIP) provides assistance to eligible producers for livestock death losses in excess of
normal mortality due to adverse weather and attacks by animals reintroduced into the wild by the federal government or
protected by federal law. LIP compensates livestock owners and contract growers for livestock death losses in excess
of normal mortality due to adverse weather, including losses due to hurricanes, floods, blizzards, wildfires, extreme heat
or extreme cold.

For 2015, eligible losses must occur on or after Jan. 1, 2015, and before December 31, 2015. A notice of loss must be
filed with FSA within 30 days of when the loss of livestock is apparent. Participants must provide the following
supporting documentation to their local FSA office no later than 30 calendar days after the end of the calendar year for
which benefits are requested:

e Proof of death documentation
e Copy of growers contracts
e Proof of normal mortality documentation

USDA has established normal mortality rates for each type and weight range of eligible livestock, i.e. Adult Beef Cow =
2.0% and Non-Adult Beef Cattle (less than 400 pounds) = 4.3%. These established percentages reflect losses that are
considered expected or typical under “normal” conditions. Producers who suffer livestock losses in 2015 must file both
of the following:

e Anotice of loss the earlier of 30 calendar days of when the loss was apparent or by January 30, 2016
e An application for payment by January 30, 2016.

Additional Information about LIP is available at your local FSA office or online at: www.fsa.usda.gov.

USDA Enhances Farm Storage Facility Loan Program

The U.S. Department of Agriculture (USDA) expanded the Farm Storage and Facility Loan program, which provides
low-interest financing to producers. The enhanced program includes 22 new categories of eligible equipment for fruit
and vegetable producers.

Producers with small and mid-sized operations, and specialty crop fruit and vegetable growers, now have access to
needed capital for a variety of supplies including sorting bins, wash stations and other food safety-related equipment. A
new more flexible alternative is also provided for determining storage needs for fruit and vegetable producers, and
waivers are available on a case-by-case basis for disaster assistance or insurance coverage if available products are
not relevant or feasible for a particular producer.

Additionally, Farm Storage Facility Loan security requirements have been eased for loans up to $100,000. Previously,
all loans in excess of $50,000 and any loan with little resale value required a promissory note/security agreement and
additional security, such as a lien on real estate. Now loans up to $50,000 can be secured by only a promissory
note/security agreement and some loans between $50,000 and $100,000 will no longer require additional security.

The low-interest funds can be used to build or upgrade permanent facilities to store commodities. Eligible commodities
include grains, oilseeds, peanuts, pulse crops, hay, honey, renewable biomass commodities, fruits and
vegetables. Qualified facilities include grain bins, hay barns and cold storage facilities for fruits and vegetables.

Contact your local FSA office or visit www.fsa.usda.gov for more about FSA programs and loans, including the Farm
Storage Facility Loan Program.
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Microloans

Farm Service Agency (FSA) reminds farmers and ranchers that the FSA borrowing limit for microloans increased from
$35,000 to $50,000, on Nov. 7, 2014. Microloans offer borrowers simplified lending with less paperwork.

The microloan change allows beginning, small and mid-sized farmers to access an additional $15,000 in loans using a
simplified application process with up to seven years to repay. Microloans are part of USDA’s continued commitment to
small and midsized farming operations.

To complement the microloan program additional changes to FSA eligibility requirements will enhance beginning
farmers and ranchers access to land, a key barrier to entry level producers. FSA policies related to farm experience
have changed so that other types of skills may be considered to meet the direct farming experience required for farm
ownership loan eligibility. Operation or management of non-farm businesses, leadership positions while serving in the
military or advanced education in an agricultural field will now count towards the experience applicants need to show
when applying for farm ownership loans. Important Note: Microloans cannot be used to purchase real estate.

Since 2010, more than 50 percent of USDA's farm loans now go to beginning farmers and FSA has increased its
lending to targeted underserved producers by nearly 50 percent.

Please review the FSA Microloan Program Fact Sheet for program application, eligibility and related information.

Beginning Farmer Loans

FSA assists beginning farmers to finance agricultural enterprises. Under these designated farm loan programs, FSA
can provide financing to eligible applicants through either direct or guaranteed loans. FSA defines a beginning farmer
as a person who:

e Has operated a farm for not more than 10 years
e Will materially and substantially participate in the operation of the farm

e Agrees to participate in a loan assessment, borrower training and financial management program sponsored by
FSA

e Does not own a farm in excess of 30 percent of the county’s average size farm.

Additional program information, loan applications, and other materials are available at your local USDA Service
Center. You may also visit www.fsa.usda.gov.

USDA is an equal opportunity provider and employer. To file a complaint of discrimination, write: USDA, Office of the
Assistant Secretary for Civil Rights, Office of Adjudication, 1400 Independence Ave., SW, Washington, DC 20250-9410
or call (866) 632-9992 (Toll-free Customer Service), (800) 877-8339 (Local or Federal relay), (866) 377-8642 (Relay
voice users).


http://www.usda.gov/wps/portal/usda/usdahome?contentidonly=true&contentid=small-midsized-farmer-resources.xml
http://www.fsa.usda.gov/Internet/FSA_File/microloans_facts_2014.pdf
http://www.fsa.usda.gov/

	May 2015
	WY FSA Newsletter
	WY Farm Service Agency


